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Nebraska's Economic Structure 
Charles L. Bare 
ferome A Deichert 
'/Junald E. Pursell 
CJehraska"s economy is in transition from a good~ producing economy to a service 
)[-;,dllcing economy. In a sense. this economIc trans~tion is a well-established megatrend 
:11< )re than 100 years in the makmg, that has mtenslhed dunng the last 'i years. From the 
1l11111<)60s to 1979, the rate of growth in nonab'Ticultural employment and income in 
\ehr'Lska nearly matched that of the nation. But, since 197<), Nebraska's rate of growth in 
emplO\ment ha'i lagged the nation. Nebraskans must recognize that their economy is 
illl111el~ced largely by external forces. for example, national farm polky and monelal)' 
policY. Nebraskans should pursue policies that recognize the transition in the economy 
and direct state efforts toward policies over which they have some influence. Prospective 
development target, include telecommunications, insurance, and high-technology 
manubcturing. 
Introduction 
2 
The Nebraska economy is in transition. It is characterized more and 
more as a service economy (transportation and public utilities; trade; 
finance, insurance, and real estate; services; and government sectors) 
and less and less as a goods producing economy (agriculture, con-
struction, and manufacturing). In many respects, this transition reflects 
developments in national and international economies. 
Transition is nothing new to the Nebraska economy. Over the past 110 
years, the economy has evolved from one in which 70 to 80 percent of 
the work force was engaged in agriculture to an economy in 1986 with 
less than 10 percent of the work force directly involved in the production 
of grains or livestock. 
The economic history of Nebraska is replete with communities which 
developed to fill an economic function only to see the need for that 
activity evaporate and the community disappear. The community of 
Antioch, Nebraska, is a case in point. Students of Nebraska history will 
recall that Antioch developed during World War I as a source of potash. 
American industry was cut off from European sources of potash by the 
war, and Antioch developed and flourished. With the end of hostilities 
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and the resumption of international trade, the town eventually all b 
vanished, 
Nearly 80 percent of Nebraska's counties attained their peak popula 
tions prior to 1940,1 The decline of rural Nebraska has been 
continuous process since the late 19th century, as technological change 
in agricultural production released laborers for work in urban areas, Thi 
process continues in 1986, 
The development of the interstate highway system and the network o~ 
roads feeding the interstate highway system has increased agricultural; 
productivity by making it less costly to move grain and livestock to majod 
population centers. Prior to the construction of the interstate highwayl 
system, the real resource cost of moving grains and livestock from,l 
Dawson County to Denver or Omaha, for example, may have been twice' 
as high. : 
While transition is difficult for some individuals, transition and! 
change are important elements of progress, and they contribute to', 
advances in living standards. The health and vitality of our economic 
system come from transition and the risks individuals assume in this, 
process. 
In the early 1970s, Nebraska's economy experienced rapid real' 
economic growth. Real personal income2 increased 25 percent in a scant 
2-year period(197273). Economic activity peaked in certain Nebraska 
sectors in 1978-79; then, the rapid growth experienced during the early 
1970s was replaced by slow but steady growth in employment and real 
income. Unfortunately, some investment decisions were made on the 
assumption that the unusually high rates of growth of the 1970s would 
continue into the 1980s. 
The rate of economic growth slowed and declined in 1980. Further-
more, growth was distributed less evenly throughout the state economy 
during 197985. Construction and manufacturing were particularly hard 
hit. By 1985, these sectors had not equaled the peak levels of 1978-79. By 
contrast, the service industry experienced no slowdown in growth over 
the interval 196785. The finance, insurance, and real estate sector has 
experienced solid growth since 1981, and the government sector has 
had limited growth since 1980. 
Contrasting patterns of growth paint a mixed picture of the Nebraska 
economy during the 1980s. Opportunities for employment in construc-
tion, manufacturing, and agriculture may be limited in Nebraska. 
Employment opportunities in services are healthy and vibrant. Some 
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1 servers have warned that agricultural problems will become urban 
II )~blems, repeating the economic setting of the 1930s. Yet, growth in 
pre plovment and income in services was so large that it offset declines in 
em I 
, )nstruction and manufacturing. Despite the seriousness of the agri' 
l~dtural crisis, there is little evidence that agricultural problems are 
~ fleeting nonagricultural sectors of Nebraska's economy. 
:l In thiS chapter we examine the structure of Nebraska's ecOnomy 
through employment and personal income. The choice of these two 
me:lSures of economic activity is partly a matter of necessity; no other 
cbt:l series better describe the Nebraska economy than employment and 
personal income. 
A review of employment patterns is presented, followed by an 
eX:lmin:ltion of income trends by industry. The role of agriculture in the 
economy is examined next, followed by a review of Nebraska's business 
dimate. Conclusions and observations about the evolving structure of 
:'-Jebraska's economy are presented. In some cases, data are presented 
for the interval 1959,85. At other times, information is presented from 
1965 or 1967 to 1985. Where possible, 1985 data are used, but in some 
C:lses the most recent data are from 1984. 
In preparing this chapter, choices had to be made about which 
subjects to cover. An economy as large, diverse, and geographically 
dispersed as Nebraska's resists simple characterizations. Some observers 
will think that our analysis ignores the most important economic issues. 
:'-J() claim is made that our analysis is comprehensive. The authors 
focused on areas that appear to be critical issues for the state's future 
well,being. The authors recognize that some issues will be controversial 
and disputed by others. 
Nebraska's Employment Base, 1967-85 
Employment in Nebraska has followed an upward trend since 1967, 
rising 28.7 percent from 623,000 in 1967 to 802,000 in 1985 (table 1). 
Since 1967, nonagricultural employment rose 42.7 percent, while 
employment in agriculture declined 33.5 percent. The decline in 
agricultural employment is a continuation of a 100'year trend. 
The composition of employment has shifted toward services and 
away from agriculture. Service sector employment rose to 142,400 
workers in 1985, up 92.3 percent (74,100 workers) from 1967 (table 2). 
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Table 1 - Civilian employment, Nebraska and United States, 1967-85 
--Nebraska Annual u.s Annual 
Year total chan e total chan e 
Thousands Percent Thousands Percent 
1967 623 NA 74,372 NA 
1968 629 .97 75,920 2.08 
1969 643 2.25 77,902 2.61 
1970 641 .40 78,678 1.00 
1971 650 1.42 79,367 .88 
1972 675 3.86 82,153 3.51 
1973 701 3.95 85,064 3.54 
1974 723 3.03 86,794 2.03 
1975 713 1.27 85,846 -1.09 
1976 726 1.77 88,752 3.39 ! 1977 751 3.43 92,017 3.68 
1978 765 1.81 96,048 4.38 
t 
! 
1979 783 2.37 98,824 2.89 
1980 776 -.92 99,303 .48 
1981 773 -.34 100,397 1.10 
1982 766 -.92 99,526 -.87 
1983 770 .53 100,834 1.31 
1984 788 2.41 105,005 4.14 
1985 802 1.72 107,150 2.04 
NA = Not applicable. 
Source: Nebraska Department of labor and Bureau of Business Research calculations, 
U.s Department of labor, Bureau of labor Statistics, Monthly Labor Review, March 1986, 
p.8. 
Aside from 1976, when there was virtually zero growth, service 
employment has realized yearly gains. The modern service sector 
includes well-paid computer repair specialists, accountants, attorneys, 
and medical and health specialists. The traditional view of services as 
housekeepers, young persons working at fast-food outlets, and other 
low-paying jobs is incomplete. 
Table 2-Annual employment data, Nebraska, 1967-8'5 
Other Tran~pt)rt;Hl()[I, Fll1:'l1llC 
Nonagri nonagri- !v1anufa<...turing Manufacturing l"{)1l1IllUnll"ati(lil, llbllr~\1lrl" and 
Year Total' culture' Agriculture culture Mining Construction durables ntllluurJhles Manufacturing l and utilitil',., TrJlk Tl'ail'statl' \l'IYlll' .... (;.()\1'n11l1l'l1t 
Thousands 
1967 623.0 'i087 114.3 64.3 1.7 23.6 38.6 ·il.:; 80.1 36S 110.2 26.2 -".1 
196H 629.0 'i19.0 110.0 62.7 1.7 23.8 41.8 "IS 83.2 36.- 11".1 26.l) -60 
1%9 643.1 'i3'i,4 107.8 633 1.8 25.2 453 4U 86.7 368 1175 ['.lJ -9.1 
1970 640.6 'iSO.8 89.7 68.8 1.6 24.6 43.9 41.1 WiO 37.2 120.8 2'-),0 H2.9 
1971 649.7 ';'if;.7 91.0 70.0 1.6 23.9 41.5 "IS 83.0 37.3 122.1 296 860 
1972 674.7 ';86.2 88'5 71.4 1.7 27.6 44.4 42.1 86.·j :\7.8 1:\0.8 30.1 91' 
1973 701.4 612.2 H9.2 70.9 1.6 29.2 48.4 42.1 90.S 38.6 13H9 323 93.4 
1974 722.6 6346 88.0 72.'5 1.8 29.8 48.9 44.'1 93A 399 1439 33.6 9HS 
197'; 713S 630.1 83,4 72.4 1.6 28.1 42.2 43.2 8S.·j 387 l+i.' :\·u 100.2 
1976 726.1 644.0 82.2 71.6 17 30.4 449 43.0 87.9 40.- ISO.8 :\S.' 100.4 
1977 7SI.0 671.2 79.8 77.5 1.8 32.3 47.6 4:\.1 906 42.0 IS6.1 1'"7,'" 104.1 
1978 764.6 690.'i 74.1 80.5 1.8 33.0 48.6 4::; .... 94.0 438 IS90 WS IOH8 
1979 782B 710.1 72.7 78.9 1.8 32.4 52.6 46.9 99S ~7.9 16·d 410 114.0 
1980 775.6 703.'; 72.1 76.1 1.8 29.0 499 46.6 96.4 --17.8 163.6 ·,z.1 1160 
1981 7730 6996 73.4 76.5 1.9 26.1 48.2 46B 94.9 .,:" 161.8 -d.l 120.1 
1982 765B 6907 75.1 80.8 1.9 23.5 43.2 44.7 879 +'.6 iS8.S 41.S 122 . ..., 
1983 769.9 694.1 75.8 83.3 1.9 23.5 42.0 42.8 84.8 432 1';79 419 12-.6 
1984 788,4 712.1 76.4 83.6 1.7 24.0 45.8 432 89.0 42.8 160.8 43.2 13S.4 
198'; 802.0 726.0 76.0 75.7 1.8 26.5 44.0 44.9 8H9 43.7 166.6 4S.2 142.-+ 
lTotal ::: Ah:rricuiture + Nonagricuiture. 
~:'-J()nagricultllre + Other Nonagriculture + Mining + Constnll1ion + Manufacturing + Trmsportation, Commul1it'dtion, and Utilities + Tmde + Finance, 
InsurJnce, and Real Estate + Services + G()vemment. 
IManufactliring::: M:.tnufal1uring-Durahles + Manutactliring-N(lI1uur..lhles. 
Source, 'Jehr.lSka Department of labor. updated with March 198'; benchmark. 
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The finance, insurance, and real estate (FIRE) industry ranked secon 
in employment gains with an increase of 72.5 percent, while wholesal 
and retail trade followed in third place with a 51.3 percent rise i 
employment. The government sector's 46.8 percent increase ranke 
fourth in employment expansion, followed by the transportation 
communication, and utilities sector (TCU) with a 19.8 percent gain. 
Nebraska has a concentration of employment in the insuranc 
industry. The insurance industry is more important in Nebraska than i 
surrounding states. More than 20,000 persons are employed in thi· 
industry and earnings are above average.3 
The government sector in Nebraska is unique in the nation because i 
electric utilities are publicly owned. Consequently, all electric utilitie 
employees are classified as local government employees. In other states; 
electric utilities employees usually are counted in the transportation, 
communication, and utilities sector. . 
The gap in employment generation between Nebraska and the United 
States has widened since 1979. Table 2 shows that employment inl 
Nebraska peaked at 783,000 in 1979. It was not until 1984 thatj 
employment surpassed the 1979 peak. Employment in Nebraskal 
increased at 2.4 percent over the interval 1979-85; nationally, employ-J 
ment increased 8.5 percent. 
Between 1979 and 1983, Nebraska lost 30,000 jobs in three key 
industries~construction, manufacturing, and TClJ. While employment 
increased in these industries over the long term (1967-85), the failure of 
employment to reach new peaks was significant for the state's economy. 
Had these 30,000 jobs been maintained, Nebraska's increase in 
employment over the interval 1979-85 would have been 6.8 percent 
(better than the 2.4 percent recorded but still less than the 8.5 percent 
gain nationally). Because positions in construction, manufacturing, and 
TCU are among the better paid jobs, the loss of these 30,000 jobs may 
affect the long-term vitality of the state's economy. Also, it may be 
difficult for individuals in construction, manufacturing, and TCU jobs to 
find employment in the growing service sector because they may not 
have the skills required for these jobs. 
Despite the long-term rising employment trend, Nebraska has lagged 
the nation in growth in employment. From 196785, employment in the 
United States increased 44.1 percent, while employment in Nebraska 
grew 28.7 percent. During the interval 196785, growth in employment 
in the state exceeded that of the nation only during 1971-74. Nebraska 
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I , ' eX!Jerienced five annual declines in employment since 1967, 
u:-. d l' f, h' h I (Jll1pared with only two ec lOes or t e nation as a woe. 
l :--.Jebraska's record of deteriorating job creation since 1979 is related to 
, 'lltS bevond the state's influence. Nationally, employment in con-
e\t· • 
struction, manufacturing, and TCU declined from 30.6 million in 1979 to 
294 million in 1985, a 4-percent drop.4 Nebraska's loss resulted from 
technical changes and shifts in demand. Nebraska's loss of30,000 jobs in 
these three industries represented a 12-percent decline, much larger 
than the 4 percent drop nationwide. 
Eners'y prices may have contributed to the loss of jobs in construction, 
manufacturing, and TCU. As energy prices increased in the 1970s, coal 
and oil from Colorado, Montana, Wyoming, and other states west of 
:--.Jebraska assumed new importance to the national economy. Nebraska 
participated in the energy price boom through the construction of new 
power plants, the extension of rail lines, the double tracking of some rail 
lines, and the construction of a rail car repair facility at Alliance. 
The construction phase of these projects brought an unprecedented 
level of prosperity to central and western Nebraska, a level ofprosperity 
that was not sustainable. Incomes generated by these projects may have 
contributed to the rise in land prices because individuals employed in 
these energy-related projects used their earnings to finance land 
purchases, thereby fueling land price increases. 
A recent study by the Federal Reserve Bank of Kansas City showed that 
high-technology industries recently contributed to economic develop 
ment in its district and are expected to continue to be important. 5 High 
technology was defined as "manufacturing industries that share the 
common characteristics of substantial scientific activity and techno 
logical innovation." 
Nebraska's high-tech manufacturing base is below the national 
average in employment. The Kansas City Federal Reserve Bank reported 
high-tech employment in Nebraska as 3.2 percent of total nonagri 
cultural employment, compared with 5.8 percent nationally. The bank 
reported that high-tech industries can be aided by reduced taxes, less 
red tape in government regulations, and incentives such as investment 
tax credits. 
Employment gains in Nebraska, with few exceptions, are likely to 
COntinue to lag the nation over the next decade. And, the state will 
continue to move from a goods producing economy to a service 
economy. 
20 Bare, Deichert, and Purs~ 
Nebraska's Income Base 
Personal income is an important measure of economic activity, 
providing a measure of potential retail sales and allowing comparisons 
with other states and areas. Personal income for the states is calculated 
by the u.s. Department of Commerce using the national income and 
accounting framework. Personal income is a net or value added concept, 
which means that efforts have been made to avoid double counting. 
Figure 1 and table 3 illustrate that growth in personal income in 
Nebraska has either kept pace with or lagged growth in the United States, 
depending on the starting and ending dates of the comparison. Table 3 
Figure 1 
Total personal income 
(Price<ldjusted average annual changes) 
5-, ________________________________________________ __ 
c 
v 
4 
u 3 
cE 
2 
~ United States 
1979H5 
~ Nehraska E;3 Plains 
.1,,' Economic Structure 
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. showS that if we use 1959 as the starting date, Nebraska has lagged 
aisc? 'na! rates of growth, but if we use the mid-1960s as the starting point, 
natiO " , 
, braska bas kept pace with national rates of growth. If the companson 
;"-Je s' ,'11 1984 Nebraska does not look as good as it does if the ending 
stop, ' 
'1' te is 1985, because large commodity payments by the federal 
lJ~vernment in 1985 boosted all Plains states' incomes,6 It is reasonable 
~) conclude that growth in personal income in Nebraska is 90-100 
)ercent of growth in the United States, depending on the beginning and 
~nding Jates. During 1959-85, growth in personal income in Nebraska 
averaged 95 percent of that of the United States, 
rJhk ,_Comparison of personal income, 19S9·HS 
\Jehra-;k:l llniteu States Plains Slate:', 
Clungc Re:l1 Change Real Change Real 
[[(1i11 lhange from fnml change fnml from change from 
'1,:.11 \",dlll' pf"HJf" ye.H prHJ[ YC;1f \":.t]ue prior year PW1[ year Value pr]{)[ year prior year 
~I(hon Million Million 
dollars - - Pcr<.-,~·nt - - dollars - - Percent - - dollars - - Percent - -
Il)~l) .2 -"}-, 'JA 'JA oH25S0 NA eJA 30,191 NA "-1A 
IC)(l(J 2,l) I:; (Jl)t ':;.44 39H,H·d 4: 26 2.80 31,762 ".20 o~:l 
1-)1>1 -).1)12 .2 21-\ 1.11 414,2,W:; 0.H~ 272 02,H07 o oH 2.24 
I'h~ t2H2 H l)h H O~ 140,020 6.21 S.}} 3\ 102 690 6.02 
I')h~ -),5I-1K 51-1, 2.11 !62,",(X) S09 3.94 36,)9H 4.26 013 
]I)(JI :1 -fS- 2 l)2 I.K2 f9'),IHH 709 S94 oR,179 102 320 
IL)(); j,H()() 10-0 9 2.~ '156.1')2 8.2' 6R4 ,+2JJ70 10.19 H7 3 
l'lhi) t 169 H.O(} '1 '6 ';H2,630 H67 G 41 4),073 '.AS 061 
1'111- U)2 5.90 IT 623,'S~ 7.0() -+.1') -+7,66:; ).OS 239 
Il)(j.'\ I.hT 6.1'12 291 61'1.)')61 9.')9 ') ')H 1 1 Jf79 K.K"! -+.B6 
i'Jil'J "i 2 IS 15 12 H.6') '4'.s.-~6 936 1.76 S6,H16 9 '12 491 
I\nl ') )""1'1 () 21'1 17 6 K05,922 ""1'l 2 9"" (JI,lW 7.S2 2.9') 
I'rl ,::"q~ I - 10 2 ~.~ H61.90·1 ~.21 2.H4 6').16' 6.68 230 
Ilr.!. (),~H-) l:~ '1H l) '19 9-1-1:,H')2 9.62 ').I~ ~2J62 11.01 7.10 
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I'rl) ()hIH ,\ il 2.22 I :lKS201 IOQ(, ·tl() 1O:l,987 '.1'1 1.+1 
Ill-- IO.ISS t)():; 21() 1..:;54.""O,s 10.79 1.2.) 11')$91 11'-1') '-I.Bci 
IlJ-:-; II,~()H 122() Il)O 1.""26.IKS 12 ·tH 1 11 130.196 12.]'-1 S 03 
I'P) 15.2 t I 12 ;2 o 3S 1,912.611 12 ')-1 33K 1-+6.6.W 126.1 .1.46 
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" 4H 2.116."" [') 11.02 ),) I';K,091 ~KI 23K 
IlJkI \ ()::;:)') IHlR K 62 L-I20.09H 12.21 2.96 179,672 136S '12K 
10:-;2 1- III 5 IK 2.11 25'7,),-:'9,) 6d 69 IH',9}l --165 U)2 
I'm:) [- 129 1 H() 20() 2,~}i.,)-9 (,1:\ 20,/ 19S,(P- l.~' .22 
il)sl 20.lk9 I).k I 1134 :\,OI6jl~ 10 34 60() 219,"197 12.';2 A I') 
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Recent changes in the composition of personal income may be th 
most significant because they affect the economy more than events 0 
the 1950s and 1960s. From 1979-85, personal income in the Plains state 
grew less rapidly than personal income in the United States. Increases i 
personal income, both real and nominal, declined during this period i 
response to two recessions and a slowdown in the rate of inflation 
Nebraska was affected, as were other states. l 
This adjustment to slower rates of growth in income was especially] 
difficult in the Plains region. Nebraska and the other Plains states alsd 
were buffeted by a decline in grain exports and a fall in red meat 
consumption. Although growth in personal income in Nebraska i~ 
1979-85 exceeded growth in the United States, sizable commodity 
payments by the federal government in 1985 boosted incomes in 
Nebraska and Plains States. This is likely to be a temporary boost to 
income unless Congress continues to expand the support program. 
Personal income in Nebraska increased from $2.8 billion in 1959, to 
$4.3 billion in 1967, to $22 billion in 1985. Nominal personal income in 
Nebraska and the United States increased approximately 9.5 percent per 
year during 1967-85. 
Because of Nebraska's relatively large farm sector and the volatility in 
farm income, nonfarm personal income allows for a more suitable 
comparison between Nebraska and the United States. Table 4 shows that 
growth in nonfarm income in Nebraska generally has lagged that of the 
United States, but it has been close to the rate of growth in the Plains 
states. 
Since 1959, growth in nonfarm income has averaged 93 percent of the 
national rate of growth. Between 1967-85, real nonfarm income in 
Nebraska rose an average of 3.30 percent, compared with 3.28 percent 
for the Plains states and 3.46 percent for the nation. As figure 2 illustrates, 
most of the growth occurred between 1967-79, as Nebraska's real 
nonfarm income expanded 3.92 percent per year, compared with 3.85 
percent for both the Plains states and the nation. Since 1979, however, 
Nebraska's rate of growth has fallen to 2.08 percent, below the 2.15 
percent for the Plains states and substantially below the 2.68 percent for 
the United States. 
If comparisons of personal income in Nebraska (both total and 
nonfarm) had been on a per capita basis, the state would have fared 
better than both the United States and the Plains states. This is because 
Nebraska's population has grown annually at less than half the national 
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rate, 0, ') percent compared with slightly more than 1 percent. Nebraska's 
1985 per capita personal income amounted to $13,699, compared with 
$13,4 ') 1 nationally. Although personal income in Nebraska was slightly 
ahov\c' the national level in 1985, it is typically about 95-97 percent ofthe 
natiunal level. 
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Figure .2 
Nonfarm personal income 
(I'ricc' :Lcijll.,tl'ci 'lll'l"'lgl' '1I111lUI ciUllgl") 
S Pbins 
Composition of Income 
The composition of income in Nebraska differs from that of the 
United States in several important respects. These differences reflect a 
structural difference between Nebraska and the United States. 
Farm income as a proportion of total earnings is much higher in 
Nebraska than in the nation. Furthermore, Nebraska is becoming less 
like the nation with respect to income from agriculture. Farm income 
constituted 15.4 percent of income in Nebraska in the late 1960s, 
compared with 3.5 percent nationwide. By the 1980s, farm income had 
declined to 9 percent of total earnings in Nebraska, but farm income was 
1.5 percent of total earnings in the United States. Farm income continues 
to increase less rapidly than nonfarm income, but the decline in farm 
income as a percent of total income is slower in Nebraska than in the 
nation. 
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Other shifts in the composition of income are also significant. 
. ' tiom manufacturing in Nebraska have been less proportionate Fir[11ngs 
." . 't11 P United States. Both manufacturing and construction incomes thin!f1 ". 
: 'lined in importance in the United States and Nebraska during 1967-
dCl d .,. I 'dl h I I r;'i A'i these twO in ustnes earmngs grew ess rapl yt an tota persona 
" [11e income from services boomed. Personal income from manu-
1nU l . . .. hctLlring in Nebraska has declined at a slower rate than 10 the nation. In 
1'96-'. income from manufacturing was 29.1 percent for the nation and 16 
1crcent in Nebraska. Personal incomes in Nebraska and the United States 
~ilh'anced at roughly the same rate during 1967-85. By 1985, U.S. earnings 
frum manufacturing were 23.2 percent of the total, and, in Nebraska, 
earnings from manufacturing were 14.6 percent of total earnings. 
\lanufacturing earnings in Nebraska remain well below the national 
;I\'erage but more nearly resembled the nation in 1985 than in 1967. 
Tables Sa and 5b show that earnings from transportation, communi-
cation, and utilities (TeU) are nearly as significant in Nebraska as farm 
income. In 1985, income from Teu was 10.2 percent in Nebraska, 
compared with 7.4 percent in the United States. Because of the 
importance of railroads in Nebraska, income from Teu has been above 
national averages. In 1967, Teu accounted for 8.4 percent of earnings in 
\lehraska and 7.1 percent of earnings in the United States. Nationally, 
earnings from Teu increased slightly as a percent of total, but, in 
.\iebraska, earnings from Teu increased from 8.4 percent to 10.2 percent. 
Although the Teu sector includes utilities (electric power is publicly 
owned in Nebraska), earnings from the generation and distribution of 
electricity are classified as government, making Nebraska's dependence 
on this sector more substantial than the numbers indicate. 
Earnings from the service sector have increased in Nebraska as they 
have in the United States. Over the interval 196785, earnings from 
services increased from 12.8 percent to 18.2 percent in Nebraska and 
from 14.7 percent to 20.9 percent in the United States. The shift toward 
service earnings has accelerated since 1981. 
The important contribution of the service sector to Nebraska's 
economy is illustrated by annual changes in personal income over the 
interval 196785. Real personal income declined in 5 of these 18 years, 
but service earnings increased in each of these years. Real earnings in 
construction and manufacturing declined during 1979-85; in contrast, 
real earnings in Nebraska's service sector recorded average annual 
increases of over 6 percent during 1981-85. In 1985, real earnings in 
N 
0\ 
Table Sa-Personal income, Nebraska, 1967-85 
Agriculture 
services, TranspoITatlon. Finance. 
Farm '1oofarm forestry, and Manufacturing Manufacturing C()mmunit'atil)[l insurance. and 
Year Toul Farm :-<onfarm proprietors proprietors fisheries Mining Construction durables nondurahles Manufacturing and utilities Trade real estate Selyices Go\"cmment 
Million dollars I 
1967 4,332 469 3,H63 404 419 18 12 221 259 288 ')47 286 630 197 ~3K 5,,\ 
1968 4,627 429 4,198 374 417 16 12 241 298 305 603 310 676 2j,1 ~76 610 
1969 5,248 600 4.648 537 458 19 13 280 344 320 664 332 743 230 S42 6S1 
1970 5,578 547 5,031 481 445 19 14 290 352 337 689 367 793 2-h 580 '9, 
1971 5,974 589 5,384 513 460 20 11 304 359 3S6 714 400 841 268 623 H62 
1972 6,785 808 5.977 721 510 22 15 349 414 384 797 449 911 297 6H5 923 
1973 H,I04 1,332 6,772 1,228 560 25 17 390 469 414 883 SOH 1.027 319 76.'3 100.\ 
1974 8,279 793 7,486 673 583 29 31 427 510 472 9H2 574 1.15H 3~2 H38 10H2 
1975 9,310 1.183 H,127 1,068 620 30 27 448 499 500 999 601 1,276 381 920 1210 
1976 9,618 579 9,039 440 698 29 33 535 588 '557 1.145 700 1,410 t44-i 1.039 130' 
1977 IO,4H9 602 9,887 442 742 33 34 589 670 576 1.24'5 778 1.520 SOH 1,130 1,,2 
1978 1l,76H 893 10.875 712 848 38 29 646 742 661 1.403 918 1.669 583 1,28', 15'9 
1979 13,241 1,0')0 12,192 840 919 40 43 662 870 742 1.612 1.068 1,872 641 1,444 1'0) ~ 19HO 13,%8 389 13579 161 906 40 45 641 916 828 1,744 1.160 2,007 698 1,607 IBi5 ~ ,-
1981 16,535 1,349 15,1H6 1,123 882 49 50 595 973 908 1.881 1,241 2,108 732 1,7KK 2.~) t::J 
1982 17,111 789 16,321 531 918 53 60 569 922 90S 1,827 1.297 2,174 797 2,011 2,21, 
'" 1983 17,429 428 17,000 174 1,045 55 45 603 955 915 1,870 1,358 2,218 880 2,214 2.~B §: 
1984 20,189 1,648 18,541 1,383 1,216 60 55 6% 1,115 987 2,102 1,456 2,363 9')9 2,452 2.)01 ~ 
1985 22,013 2,425 19,588 2,143 1,343 71 60 760 1,098 1,054 2,152 1,497 2,497 1,034 2,675 2.63" ,"" 
'1982 dollars. 
Table 5b - Real personal income, Nebraska, 1967-85 
A"mculture 
~(,[\Il'CS, 
Form \ontirrn I(lfesm', :llld 
Ye;rr Tiltal Farm \onbml propnetors proprieto~ fisheries ~lining Omstruction 
196~ !O,966 U8: 9,~~H L023 1,061 ~6 30 ~60 
19C1ll IUH5 l.(J47 10,23H 913 L016 39 29 'iS7 
1lJ69 12262 L~02 lO.H~9 L2~'i L070 i'~ 30 6~3 
19~0 12"-'8 1.223 1L2,)~ 1.077 996 ~3 31 CHR 
19~1 12,H19 L2CH II.'i'i~ 1.100 98' ,.3 2~ 6~1 
19~2 h~8 1.6:3 l2.31 ') U93 LO')') 46 31 723 
1'l~3 1\890 2.611 13,T9 2,408 UJ97 \9 33 7(yS 
19~. IU136 1,..21 15,~I,) 1.20~ L044 ~2 ')6 7CH 
19~5 l'iA'l1 1.969 13.')22 1 ;7'7 1.031 50 4') 74::; 
I'P6 15,14, 911 Ill3S 693 1.098 46 ')2 842 
19~~ IS '539 891 1~,647 6'iS 1,099 ~9 ')0 873 
1978 16,4:\'i 1.24: IS,IH9 9CYI U8S 'i:\ 41 903 
19~9 16,933 1.342 1'i,')90 1,074 Ll7S '01 ,)'i 847 
19HO 16,129 449 1'),680 186 L046 ~6 ')2 7,tO 
19KI 1~,-.79 1 .. 126 16,O'i2 UK7 933 ')2 ')3 629 
1982 I~,III 789 16,321 ')31 91H 'i:\ 60 ')69 
19K,) 16,77'1 412 16.362 167 1.006 ')3 43 ,)HO 
19&1 1H,6,)9 1.')25 [7,136 L27K 1.12i ')') ';1 64:\ 
19K') 19,~2~ 2,173 1',')'12 1,920 1,203 64 ';4 681 
'I ')H2 doliars, 
TrJnsportation, 
Manufacturing M:lllufacturing communication, 
durables nondurables Manufacturing :llld utilities Trade 
Million dollars' 
656 728 1,384 725 1,596 
727 744 1,471 7~7 1,649 
803 748 1,551 776 1,737 
787 754 1,541 821 1,773 
769 763 1,';33 858 1,804 
856 794 1,650 930 1,887 
920 811 1,731 996 2,014 
914 846 1,760 1,029 2,074 
829 832 1,662 1,000 2,124 
926 877 1,803 1,102 2,220 
992 8';3 1,844 1,1'53 2,2';1 
1,036 924 1,960 1,282 2,331 
1,112 949 2,061 1,36~ 2,394 
1,05fl 9';6 2,014 1,339 2,318 
1,029 960 1,988 1,311 2,22fl 
922 905 1,827 1,297 2,174 
919 880 1,800 1,307 2,13'5 
1,030 912 1,942 1,346 2,lfl4 
984 944 1,928 1,341 2,237 
Finance, 
insurance, and 
real estate Services Governmentl 
499 1,108 1.374 
';21 1,162 1,488 
'537 1,266 1,590 
546 1,298 Lm 
576 1,336 1,849 
614 1,419 1,911 
626 1,497 1,%6 
613 1,';01 1,939 
634 1,531 2,014 
699 1,63'5 2,058 
7';3 1,674 2,13' 
814 1,793 2,206 
820 1,846 2.180 
806 I,H';6 2.141 
774 1.890 2.161 
797 2,011 2,214 
846 2,131 2.2')9 
886 2,266 2,311 
927 2,397 2.363 
z 
r'\) 
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service industries were nearly 25 percent higher than in 1981. By 
contrast, real earnings in durable goods and nondurable goods 
manufacturing in 1985 were below 1981 levels. Construction earnings 
were $50 million above 1981 levels, but over $200 million below the 
1978 peak. 
Despite the recent battering, real net farm income has held up 
reasonably well. Net farm personal income was $2.2 billion in 1985, well 
above any of the previous 10 years but less than the $2.6 billion peak 
recorded in 1973. Farm proprietors' real income peaked in 1973 at $2.4 
billion. In 1985, it stood at $1.9 billion, $500 million below the 1973 
peak, but well above any of the intervening years. 
The sluggishness of Nebraska's economy during 1979-85 centered on 
the agriculture, construction, TCU, trade, and manufacturing sectors. 
The boom in construction and manufacturing earnings that occurred in 
the late 1970s appears to be related to the rising price of energy and a 
decentralization of manufacturing from metropolitan to nonmetro-' 
politan areas. Unfortunately, these trends were very short in duration. 
Nebraska is following a national trend of obtaining an increasing 
proportion of income from dividends, interest, and rents (DIR) and 
transfer payments (TP). The increasing significance in total personal 
income of dividends, interest, and rents and transfer payments (prima-
rily retirement benefits, including social security) indicates an in-
creaSingly wealthy society. Part of the increase in wealth is a result of a 
larger proportion of the population being of retirement age, a time when 
asset accumulation is typically highest. 
An indication of wealth can be found by looking at deposits in 
Nebraska's financial institutions. In 1984, the u.s. Bureau of the Census 
reported that Nebraska's deposits totaled $19 billion.7 This amounted to 
$11,800 per person, compared with u.s. per capita deposits of $11,186. 
Since 1967, deposits in commercial bank." and federally insured savings 
and loan institutions have grown 10.7 percent annually in Nebraska, but 
only 9.9 percent nationally. Growth of deposits for the United States 
approximates the growth in personal income during 1967-84, but 
Nebraska's deposit expansion exceeds its growth in income by more 
than one percentage point. 
In 1985, over 21.9 percent of Nebraska's personal income came from 
dividends, interest, and rents, compared with 18.8 percent nationally. 
Since 1967, dividends, interest, and rents income has increased more 
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, II . in Nebraska than in the United States (11.3 percent per year 
r~ipll \ / ) 
'ired with 10.4 percent . 
l< 1I11pc I ' . . . 
','" 1sfcr !Javrnents a so were more Important 111 total 1I1come 111 1985 lell, , 
I '11 [067 In both Nebraska and the United States, transfer payments t 1'ln I :; •. 
,c'rc about s.4 percent of personal income in 1967, compared with 12.1 
\~L~r(ent and 13,9 percent respectively in 1985 (table 5). 
, Within the state, per capita incomes are higher in metropolitan areas 
than in nonmetropolitan areas (figure 3). Per capita incomes in 
I1onmctropulitan areas increased slightly more rapidly during the 
intt'lyal 196784. This more rapid growth is due to the sizable 
outI11igration of residents in non metropolitan areas of Nebraska. 
,\ebraska's non metropolitan population grew 3.4 percent during 1967-
K-!' while the metropolitan population increased 19.3 percent. Some 
sectors in non metropolitan Nebraska (especially manufacturing and 
Figure 3 
Total Per Capita Personal Income 
(Prccl'f1tofnati(lO. average 1967R4) 
Icll ---r, ------------------------~~___, 
I 
IIII~ 
I (~) ---ho..-,-,r~ 
SII 
III 
Total 
~ ( '11ltcd States 
Metropolitan 
~ Nehr;L'ika 
N(mmetf(lpolitan 
S Plains 
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TClI) have grown more rapidly, hut overall the growth in total personal 
income in nonmetropolitan areas lags growth in metropolitan areas .. 
Perspective on Agricultural Production ~ 
I 5-
,$' 
Nebraska is a leading crop-producing state and ranks among the topt 
five in cash receipts. In 1985, Nehraska ranked third in corn for grain~ 
production, third in sorghum for grain production, ninth in wheat~ 
production, and eighth in soybean production. Nebraska ranks fifth;; 
nationally in rye production, seventh in hay production, and fifth in dry' 
edible heans production. 
Since 1967, Nebraska's agricultural production has shifted toward 
soybeans and corn and away from wheat. In 1985, Nehraska produced a 
record 954 million bushels of corn (11 percent of the US. total) and a 
record 85 million hushels of soybeans (4 percent of the US. total). 
Sorghum production has changed little. 
Much of the increase in the production of corn and, to a lesser extent, 
soybeans has resulted from increased irrigation. In 1984, according to 
the US. Bureau of the Census, Nehraska farmers grew half of the nation's 
irrigated corn for grain and 32 percent of the nation's irrigated soybeans. 
Cash farm marketings totaled $7.9 billion in 1985, with $3.3 billion (42 
percent) from crops and $4.6 billion in livestock marketings.s The 
distribution of cash receipts has changed. A'i Professor Schultz and 
others have observed, farmers are keen capitalists and recognize 
immediately, without government prompting, the advantage of even the 
slightest increase in their margins of profitY 
Beef and corn are the major sources of cash receipts. In 1965, cattle 
and calves accounted for 48.8 percent of total cash receipts; in 1984, they 
accounted for 47.9 percent of total cash receipts. Cash receipts from com 
grew from 11 percent of total in 1965 to 19 percent of total in 1984. 
Irrigation boosted corn yields, and more land was put into com 
production. Total receipts from corn advanced from $148 million in 1965 
to about $1.3 billion in 1984. Oil crops, primarily soybeans, jumped from 
2.2 percent of total to 6.3 percent of total cash receipts during 1965-84. 
Cash receipts from vegetahles garnered a smaller percent of total in 1984 
than in 1965 (tahle 6). 
Nehraska's agriculture hecame more specialized during the interval 
1965-84. Corn and cattle accounted for nearly 60 percent of cash receipts 
:il 
Nebraska cash receipts by commodity and 
'1' hie (, - d 84 
;1 x!itv groupS, 1965, 1975, an 19 
l'OWnll . 
1965 1975 1984 
Percentage Percentage Percentage 
C()Il1Il1(ltliry Value of total Value of total Value of total 
Million Million Million 
dollars Percent dollars Percent dollars Percent 
\11 ( )!l1!l1()dities 1,348.7 100.0 3,859.0 100.0 7,081.7 100.0 
[.iI·L'st( x:h: %9.7 71.9 2,153.2 55.8 4,523.0 63.9 
\iL';1l ani!l1als 878.6 65.1 2,007.1 52.0 4,313.6 60.9 
. Cank and cah'es 6')8.8 48.8 1,503.5 39.0 3,390.3 479 
[lailY pn x.iucts ')4.8 4.1 1093 2.8 158.0 2.2 
['< )LillIY and eggs 31.7 2.4 292 .8 38.8 .5 
\ lisL'cilanC()llS livestock 4.6 .3 7.6 .2 12.6 .2 
(:I"<)ps 3790 28.1 1,70S.8 44.2 25587 36.1 
Food grains 75.2 S.6 318.4 8.3 343.4 4.8 
\\11GII 73.9 S.5 316.7 8.2 341.4 4.8 
FLnl LT()PS 241.1 17.9 1,099.6 28.') 1,622.9 22.9 
C()nl 148,'; 11.0 882.1 22.9 1,344.2 19.0 
s()rghu!l1 69.7 S.2 141.6 3.7 191.2 2.7 
Oil crops 299 2.2 162.9 4.2 443.8 6.3 
\cgclahks 14.0 1.0 S2.4 1.4 527 .7 
IllY heans 9.2 .7 4S8 1.2 34.0 .5 
Fruits and nuts 3 0 .4 0 1.4 0 
All ()ther crops 18.S 1.4 72.2 1.9 94.5 1.3 
Sugar beets 12.1 .9 51.3 1.3 54.0 .8 
"ouree: t IS Department of Agriculture, Economic Research Service, Economic Indicators oj 
th" Farm Sector: State Financial Sllmmary, 1984. Washington, IX, 1986 and comparable issues 
[()r 197') and 1%5. 
in 1965, but by 1984, they accounted for over two-thirds of total cash 
receipts. 
Nebraska's agricultural producers responded to higher grain prices by 
increasing production over the 20-year interval 1965-84. Reports, such as 
Global 2000, predicted food demand would increase sharply and real 
food prices would double. As Dennis Avery notes, these conclusions 
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were based on the best available evidence the u.s. government could 
muster on the world food problem.lO 
Unfortunately for Nebraska producers, exports of American grain 
plummeted because of expanded food production throughout the 
world, increased competition from foreign producers, and a higher 
valued dollar. The demand for u.s. grains is extremely weak and may 
become weaker. Land prices may fall more, and a substantial amount of 
land in production likely will be withdrawn from production over the 
next 20 years. Land with the highest cost of production will be the most 
vulnerable to withdrawal, because it will be the least likely to earn a 
profit under lower prices. Irrigated corn production in Nebraska may be 
unable to compete with dry land production in Illinois, Iowa, and 
Indiana. 
Agricultural exports declined from $44 billion in 1981 to $29 billion in 
1985. 11 Little recovery is projected over the next 3 to 5 years. The genetic 
biotechnology revolution in agriculture is compounding the problem in 
Nebraska. Avery notes" ... Biotechnology ... may ultimately add more to 
farm productivity than any other development. "12 This new technology 
has the potential for boosting productivity at rates that are higher than 
those of the past two centuries. 
The sobering implications for Nebraska are that one-third to half of 
production capacity may be redundant by the year 2000, the capacity to 
produce corn and cattle will be higher, but the demand will have grown 
little. Fewer producers will be needed. 
Cash farm marketings are not directly comparable to personal 
income, which is a net or value added concept. Cash receipts represent 
the sum of agricultural transactions. For instance, a rancher brings a calf 
to market and sells it to a feed lot operator. The feed lot fattens it and sells 
it to a packing plant. Cash receipts sum these transactions and do not net 
out value added. Cash receipts may be two, three, or more times the net--
value added. Furthermore, cash receipts do not measure production 
because grain or livestock may move from inventory to market. 
The Size of the Agribusiness Sector 
There are currently less than 60,000 farms and ranches in Nebraska 
and there likely will be fewer in 5 or 10 years. U Concentration is 
evident because 2 percent of all farms and ranches pn lduced nearly 40 
-k- -- Fc()Il()t11ic Structure \l'hr~L' ,[ -' - .:B 
, , '1t uf all cash receipts. 14 Less than 25 percent of all farms ami 
l)l'llll l's 11wduced over 76 percent of agricultural output, as measured r~!l1l K. _ _ IS 
]1\ L'ash n:celpts-
, In the 1920s, there were over 130,000 farms and ranches in Nehraska, 
Through consolidation induced by incre~sing p:oductivity, the n,umher 
i - - leclined to the present 60,000. The mcreasmg use of genetics and u~c ()ther scientific advances will continue to increase output. As produc-
- 11 c'a!1'lcitv advances faster than consumption, some land will be 
till " 
l'l'llirected to other uses or removed from production. 
It is stated frequently that Nebraska's economy is related more 
liusely to agriculture than direct production statistics indicate. While 
the number of proprietors and hired laborers involved directly in agri-
lultllral production is relatively small (somewhat less than 10 percent 
of total employment) the numher of related johs equals or perhaps 
e\en exceeds direct employment in agricultural production. One 
estimate prepared by u.s. Department of Agriculture (USDA) re-
searchers placed agricultural employment, direct and related, at 25 
percent of total employment. 16 
There is no question that agricultural production of grains and 
ii\'estock and the related support services are sizable in Nehraska. 
\lehraska's economy is associated more closely with agriculture than is 
the u.s. economy. The economic well-heing of thousands of indivi-
duals who supply inputs to agriculture is linked directly to agricultural 
production. Repair personnel, fertilizer distributors, grain dealers, grain 
l1Julers, and others are employed in producing, harvesting, and 
marketing crops and livestock. 
There is, however, a very important distinction between those who 
\vork to service agriculture and those who work directly in the 
production of agricultural crops and livestock. The wages and con-
ditions of employment for agricultural service personnel are deter-
mined by the larger labor market for those services, If the price of grain 
goes up, the wages and salaries of the service personnel mayor may 
not increase, depending on the labor market for these services. 
Likewise, if the price of grain or livestock declines, service personnel 
do not have their wages cut automatically. 
Service personnel are interchangeable or substitutahle in other parts 
ofthe economy. For example, a truck driver employed in grain hauling 
can transfer to long-distance freight hauling. The diesel tractor 
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mechanic can migrate to a similar position repairing automobiles an 
trucks. Consequently, if wages in agriculture are unattractive relative t 
wages outside the industry, employees will migrate in the long run. 11 
assume that difficult times or prosperous times in agriculture lead t 
similar activity for service personnel is incorrect. 
Similarly, the profits of the food processing industry are not relat 
to incomes of the farm sector. Little statistical correlation exis 
between the economic well-being of food producers and food dis 
butors because of the difference in market structure. Farmers an 
ranchers number in the hundreds of thousands. They are price taker' 
Food processors are fewer in number and exert some influence ov 
the price at which they sell their products. At times, the interests . 
agricultural producers clash with those of food producers. 
What is the significance of agribusiness in Nebraska? One-quarter r. 
one-third of the economic activity in the state is related to th~ 
production of agricultural commodities or agricultural services. ..~. 
Although agribusiness is large in Nebraska, prosperity ( or depression~ 
for grain or livestock producers does not translate into prosperity (orl 
depression) for agribusinesses. As noted earlier, there are some! 
important differences between agricultural producers and the agri· 
cultural service industries. 
Continued investment in Nebraska's many small communities is a 
related issue. Production capacity for grain and livestock is expected to 
expand much faster than world demand. Technology will reduce the 
need for labor in agriculture and will put pressure on renewing land 
for production. These trends suggest that the economic function of 
some small communities will disappear and that some small towns will 
cease to exist. Larger towns may benefit by consolidating the functions 
of smaller towns. Outmigration from small communities will continue, 
for there will not be enough jobs generated in the agricultural service 
area to retain the present population. The cost of providing the 
essential infrastructure (education, water, sanitation, and highway 
maintenance) will increase on a per capita basis in sparsely populated 
areas. The political influence of smaller communities will be lessened, 
and, ultimately, the social influence of smaller communities will 
diminish. We are not writing off entire communities, but we believe 
that economic diversification will simply be more difficult in some 
smaller communities. 
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b ska's Business Climate Nc fa ' 
The tcrm husiness clim~te is illus.ive ~nd means ~iffere~t things to 
rtlerent individuals. Our mterpretatlon IS the collectIve attItudes, stat~ 
II " "nd actions of puhlic officials toward business, including the 
Lltl~. '" h" 
, 'I' 'cs IJfovided by the state, suc as educatIon and sOCIal and health ~l'1\ l ' ~l'l\ices In this context, zoning and regulatory bodies can be critical to 
the business climate. 
The results of business climate studies vary widely. For instance, a 
stud\' done hy the accounting firm of Alexander Grant ranked Nebraska's 
husi;1ess climate fourth among the fifty states, while a study done at 
approximately the same time by INC. magazine ranked Nebraska forty 
ninth (tahle 7).0 Measures of the business climate are subjective and 
reflect the preferences and biases of the investigators, 
The numher of new incorporations is one measure of the business 
dimate, Nehraska rank" low in new business incorporations. In 1985, it 
ranked 46th in percentage change in incorporations. Is the number of 
incorporations low because the business climate is poor, as INC. 
magazine suggests, or is it because Nebraskans lack ideas and the 
willingness to assume risk? Are government regulations a hindrance to 
new businesses in Nehraska? 
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There are no apparent simple answers to these questions. Nebraska 
low ranking on measures of entrepreneurial activity is a matter of serio 
concern. One explanation for this low ranking may be that th 
agricultural subsidies received by Nebraska farmers have blunted ri 
taking and entrepreneurial vision. Subsidies discourage change an 
innovation. 18 This could be a drag on development in the 1980s an 
1990s. 
Bryan Jones in The Farming Game discusses the social pressures th . 
face prospective agricultural innovators. 19 In the chapter on organi 
vertegration ( vertegration in this context means vertical integration, th 
addition of processing equipment), Jones tells how traditional farme 
reacted with skepticism to a neighbor's efforts to raise organic produc . 
Not only did the producer have to find new marketing channels, but h 
also had to overcome repeated ridicule until his success quieted th 
critics. Social pressures to conform may be as strong as economi 
pressures. 20 
The unwillingness of Nebraskans to assume even moderate riskw . 
noted in the Business ProJile and Targets-City oj Omaha.21 Th 
original settlers were boomers, risk takers who left after the first fe .! 
difficult years. The boomers were replaced by conservators who buy an~ 
hold. The buy and hold concept of investment is not likely to ris~i 
investment in new ventures. Any deviation from the tried and proven isi 
regarded with skepticism. .' 
Outlook and Observations 
The Nebraska five-sixths to nine-tenths rule likely will be operative in 
the next decade. This rule indicates that Nebraska's economy will 
expand at five sixths to nine-tenths the rate of the national economy. 
Despite the fact that Nebraska's growth in income matched U.S. levels 
during 1967-85, the outlook for the coming decade is for less growth in 
Nebraska than in the nation. Expansion will not always coincide wi~h 
national trends, but when viewed over an extended period, a lO-percent 
increase in personal income in the United States will translate into a 8-9 
percent gain in personal income in Nebraska. Employment will follow 
this same general trend. In the 1970s, Nebraska's rate of growth nearly 
matched that of the nation. Over the 1960s and part of the 1980s, 
Nebraska lagged national trends. 
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The outlook for the national economy over the next decade is 
. 'luingJ . Real economic growth of 2·3 percent a year is expected 
l'nl our, b . f . fl . I . 
. I 'ehtivelv modest rates 0 10 atlon. Emp oyment growth IS 
\\It 1 I, , 
.. ' )"ted at 1-1.5 percent per year. Over the next 10 years, Nebraska IntIlll " 
'I I I pXl1ect growth in personal income and employment because the ~ 10U l '" 
. . 11'" economy is expanding.22 
natIO . . . .. This growth wIll he unevenly dlstnbuted, however. Agnculture wIll 
(lntinue to decline in relative importance in hoth the Nehraska and the 
~1atiOnal economy. The prospects for grain exports are not encouraging 
Ind per capita consumption of beef is not expected to equal levels of a 
;'C\\' years ago. Nebraska's manufacturing and transportation sectors are 
I 'kel~' to grow more slowly than telecommunications and service 1 , 
~cctors. 
. Areas of potential growth in agriculture include specialty products, 
~uch as lean heef, heef free of any hormone additives, vegetahles, fruits, 
and nutS. Diversification of agriculture will be important for a limited 
number of agricultural producers, but it is unlikely that agriculture in 
\lehraska will ever be as diverse as agriculture in California. It is 
important to encourage the diversification of agriculture, for it may 
enable some producers to remain in Nehraska and in production in the 
coming decade. 
Nebraska's economy will continue to be driven by external forces. 
Farm policy will be made in Washington, and interest rates will be 
determined by federal monetary and fiscal policies. The rise or decline 
in Nebraska's economy and regional economies (for example, south 
\vest oil and gas producers) will depend on outside forces. 
Nebraskans can undertake certain steps to enhance their state's 
economy and to reduce their vulnerahility. First, Nehraskans should 
examine perceived antibusiness attitudes concerning the family farm 
amendment (Initiative 300). As yet, it cannot he conclusively proven that 
Initiative 300 has had an adverse impact on the state's economy. Many 
believe that Initiative 300 will holster Nebraska's agricultural economy, 
while preserving a way of life. To others, the family farm amendment 
implies antibusiness and antidevelopment attitudes, creating special 
conditions and a separate class for Nehraska farmers and ranchers. 
Corporations with an interest in locating in Nehraska may be 
discouraged by Initiative 300. Corporations may locate outside of 
:.lebraska rather than deal with the complications and restrictions 
imposed hy the family farm amendment. Agricultural producers who 
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want to expand into manufacturing, such as food processing, may b 
prohibited from doing so because of Initiative 300. In some respects 
Initiative 300 can be viewed as an impediment to change in the state' , 
economy. Nebraska is competing with 49 other states and is handicap, 
ped by the family farm amendment. : 
Second, Nebraskans can increase their investment in education and' 
coordinate educational policies with the needs of industries targeted for. 
development. Policymakers in states such as Kentucky, Tennesse~'f 
Colorado, Ohio, and Texas have adopted strong measures to improve.,; 
education because they believe that citizens of their states will be unable! 
to compete in the emerging technologically driven society unless theyl 
are well educated. A strong commitment to education is an essential pan~i 
of a development policy that is within the control of Nebraskans. 
Third, Nebraskans can maintain and improve their infrastructure to·. 
provide the necessary services that permit firms to expand in an ordedy\ 
fashion. The streets, roads, airports, and water facilities are in reasonably: 
good condition in Nebraska. Nebraskans can continue to maintain and· 
improve these facilities to encourage economic development. Ne-' 
braskans must decide whether public infrastructure money will be 
concentrated in urban areas or whether it will be distributed evenly 
throughout the state. 
Nebraskans can examine the use of the state's resources in agriculture 
and related programs. Nebraska currently invests over $20 million in 
federal and state funds in agricultural research and an additional $12 
million in cooperative extension activities. With the dim prospects for 
grain and livestock, Nebraska may want to shift some of these resources 
into other areas, such as a center for the development of the 
telecommunications industry or the development of innovation centers 
throughout the state. Nebraska's resources are limited; its historically 
strong commitment to agriculture may be more of a burden than a 
benefit to development in the next decade. 
Nebraska's development policy should recognize the role of services 
in economic growth. Several recent studies, mentioned below, have 
suggested industries that could be targeted for development. Industries 
with development potential in Nebraska include telecommunications, 
insurance, and high technology manufacturing, such as instruments and 
pharmaceuticals. Each of these industries requires a well-educated labor 
force and lowcost office space. Nebraska has an above-average 
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" t ,d bbor force and ample space for office development and l,dulJ e 
Id compete well. 
,hOLl 1 d" h de' common theme among t 1ese stu les IS t e nee lor appropnate 
A'fI1ment policies, coordinated with the specific needs of the 
(J(1\ t: . h' h ' . ,~ lustries. l11ese studIes emp aSlze t e need lor appropnate education, 
Inl . I I' . 1" N b ka' 1 I' . [xGltioI1 . Jnc regu atlon po ICies. e .ras ' s. regu atory. po !Cles are 
't' "II to further development because I11dustnes operate 111 a regulated 
l'O ll· . . 
cI1\'ironment that has been changl11g rapIdly. 
"lebrJska can influence the development of high-tech industries in 
th~ state. The survey of high technology firms conducted by the Federal 
!ksef\'e Bank of Kansas City showed that the most important reasons for 
locating in a particular state were access to markets, followed by labor 
skills and labor costs. Three actions that state and local governments can 
undertake to encourage high-tech and general business expansion are 
[() reduce taxes, to cut red tape, and to otfer financial incentives, such as 
low interest loans, investment tax credits, property tax abatement, and 
industrial revenue bonds. But, these factors will not offset the cost of 
transportation facilities, materials and products, and property. 
In the fall of 1983, Nebraska's Governor Kerrey appointed a task force 
to look at the communication and information industries in Nebraska. 23 
The task force concluded that Nebraska already has a strong base in the 
communication and information industries with the potential to 
become a world-class center in several areas. 
'l11e task force recommended that "Nebraska should look at what can 
be done to enrich the basic knowledge environment as it relates to the 
information industry." They also suggested that "Nebraska's public 
policymakers need to reassess and reorient the state's approach to the 
regulation of communication." To take advantage of Nebraska's poten-
tial, the task force concluded that Nebraskans must change their 
attitudes to allow a coordinated effort by business, education, and 
government leaders to promote communication industries. 
A third area in which Nebraska may enhance its development 
prospects is the insurance industry. A report by the Bureau of Business 
Research recommended that the insurance industry be a very prominent 
target of Nehraska's economic efforts. 24 This industry has grown steadily 
Jnd adds johs that typically pay above-average wages and salaries. 
0Jebraska appears to have a comparative advantage in attracting the 
insurance industry. The following factors contrihute to Nehraska's 
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advantage: a labor force with above-average education, relatively low_ 
cost office space, an above average communications network, and a 
positive legislative and regulatory environment. 
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